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Interact with an investor to obtain a desired risk/reward 
characteristic of tlie investor's investment portfolio 
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Is the 
Investors desired 
Below risk/reward characteristic 

above or beiow a risk/reward 
characteristic of a 
predetenntned 
portfolio? 



Above 



Calculate a necessary amount of the 

investor's funds to Invest in a 
predetennlned less risky Investment to 
meet the investor's desired risk/reward 
characteristic along with a remaining 
Investment in the predetemitned 
portfolio 
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Calculate a necessary amount of the 
predetemnlned portfolio to purchase on 
margin to meet the Investor's desired 
risk/reward characteristic along with an 
investment of the investor's funds in the 
predetemiined portfolio 



Purchase calculated amount of predetermined 

portfolio with investor's funds, and/or 
calculated amount of predetermined less risky 
investment, and/or calculated amount of 
predetennlned portfolio on margin 
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Receive market updates and recalculate Beta of 
investor's Investment portfolio 
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above 



actual Beta 
above or below 
desired 
Beta? 

below 
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Yes 



Is difference 
'between actual Beta 
and desired Beta beyond 
a predetennlned 
threshold? 



Calculate: (1) amount of Investment 
portfolio purchased on margin that mus 
be reduced, if any cun-ently ewsts on 

margin; (2) amount of investment 
portfolio that must be transfen^ed from 
predetermined portfolio to less rlsl<y 
investment vehicle; or (3) amount of 
funds that must be invested in less 
risky Investment vehicle, to obtain the 
desired Beta 
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± 



Calculate: (1) amount of investment 
portfolio, If any cun-ently Invested in 
less risky investment vehicle, that must 

be transfen-ed to predetermined 
portfolio; (2) amount of predetemiined 
Investment portfolio purchased on 
margin that must be increased; (3) 
amount of funds that must be infused Ir 
investment portfolio, to obtain the 
, desired Beta 



T 



(1) Transfer necessary investments between 

predetermined portfolio and less risky 
investment vehicle. If any; (2) modify amount 
purchased on margin, If necessary; and/or (3) 
purchase amount of predetermined portfolio or 
less risky investment vehicle, if any 
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